












































































































BUDGET AND FINANCE COMMITTEE MINUTES 
Council of the County of Maui 

October 4, 2005 

COUNCILMEMBER TAVARES: Yeah, you know, why is it saying "lesser"? Ifit, if it's meant 
to be just like a slap on the wrist because they forgot to report a change ... that's ... you 
know, that's one thing. But if it's .. .intended that. .. we're serious about, they, they need 
to report their changes because if not they have been ... enjoying an exemption to which 
they were not entitled. So in any .. .in any case, you know, I think it should be, the 
penalty should be higher ... you know ... the higher of the two, not the lower of the two. 

CHAIR KANE: Thank you. Mr. Okumura? 

MR. OKUMURA: Mr. Chair, I'm sorry. I'm not aware of the original intent, which was 
drafted ... gee, I don't know when it, '60s. 

NOTE: Silence. 

CHAIR KANE: ... Mr. Regan--

MR. REGAN: Thank you--

CHAIR KANE: --additional comments? 

MR. REGAN: --Chair. I guess my, my comment really is just to kind of follow-up on, I guess, 
Member Tavares' comments, which .. .1, I see the direction that you're heading. And 
really, it depends on what message this body wants to send to those people who do not 
report that they no longer should be taking advantage of the homeowner exemption. It's 
really up to .. .it's a policy decision--

COUNCILMEMBER TAVARES: Uh-huh. 

MR. REGAN: --that, you know, really depends on the message that you wanna send. You 
know, if you wanna be tough on people that are going to ... you know, purposefully try to 
take advantage of this and they don't live there, then ... then it's greater, whichever is 
greater. I mean, that would send a message saying that we are no longer going to ... this 
is serious, if you ... you apply for a homeowner exemption and you no longer qualify for 
that, these are the consequences, if you do not report it to us in a timely manner. 

... It's a policy decision that. .. would be up to this body. 

CHAIR KANE: Thank you. Ms. Tavares, additional? 

COUNCILMEMBER TAVARES: Thank you for that. If it's that, if that be the case, then I 
would, you know, recommend us considering ... recommending us considering 
.. . {laughter} . .. I would recommend that we use the, the word "greater" and not "lesser" 
in this section. 
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MS. FUJITA VILLAROSA: Mr. Chair? 

CHAIR KANE: Ms. Fujita Villarosa, comments? 

MS. FUJITA VILLAROSA: I was just thinking that maybe--and I, and I don't know this for a 
fact, but maybe the reason why "whichever is lesser" is put in there is because there 
could be somebody who pays the minimum taxes ... which is less than 100 dollars. I 
think it's 60 dollars. 

VICE-CHAIR HOKAMA: 60 dollars. 

MS. FUJITA VILLAROSA: So maybe that's why ... the "lesser" was put in. I, I .. .I can't say 
for certain, but--

COUNCILMEMBER TAVARES: Uh-huh. 

MS. FUJITA VILLAROSA: There is a, I was, I was just trying to think of a situation where 
somebody would actually ... 

. . . use the second half of that .. . (laughter) . .. sentence and go with the, you know, go 
with the amount of taxes versus the actual, the dollar penalty. And I, that could be a 
situation if somebody's--

COUNCILMEMBER TAVARES: Yeah. 

MS. FUJITA VILLAROSA: --paying minimum--

COUNCILMEMBER TAVARES: Well, perhaps another question is if these are .. .if there's a 
dispute about this part ... do they have recourse with the Board of Appeals? ... (end of 
tape, start 3A) ... Would the Board of Appeals have a ... have the ability or the 
jurisdiction to, to change it, the penalty? 

MS. FUJITA VILLAROSA: The Board of Review .. .is limited, limited to the provisions in the 
Code. But they would look at the facts. So for instance, if. .. there was an allegation that 
a homeowner no longer qualified for an exemption then, and the taxpayer wanted to 
appeal that decision by the Director, then the Board would look at the facts--well, you 
know, is this homeowner or is this property, you know, entitled to this exemption or not. 
That sort of thing. But they wouldn't be able to alter, you know, if the Code says ... a 
hundred dollars for the penalty, they can't change that amount. 

NOTE: Silence. 

COUNCILMEMBER TAVARES: ... In your scenario, you know, somebody's who's paying 
the minimum tax ... well, it's also according to Code, right? 
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MS. FUJITA VILLAROSA: Right. 

UNIDENTIFIED SPEAKER: Yes. 

COUNCILMEMBER TAVARES: ... So in that case, could they say, okay, his minimum 
tax .. .is "x"? I guess I can't go that far to, to figure out how this work with taxes being 
the way they are. I, I can't quite ... put my arms around this ... (laughter) . .. part of 
the ... trying to think of every situation that may come up. And, and none just rushes to 
mind. So, I'm, I'm glad you brought that up about the minimum tax. I mean, there's also 
people who are paying ... but that's not the residents. Uh ... 

· .. Yeah, I, I just ... 

· .. I, I see it as ... that we should go with the "greater". And, you know, if it turns out 
that this ... 

· .. in unenforceable or it's unfair to certain groups, then, then amend it after that. 

CHAIR KANE: Ms. Fujita Villarosa? 

MS. FUJITA VILLAROSA: Another option is you could just eliminate the dollar penalty and 
just state that the penalty would be the amount of taxes. And then ... you know, if it's 
somebody paying minimum tax, then their penalty is 60 bucks. And if it's somebody ... 

COUNCILMEMBER TAVARES: Uh-huh. 

MS. FUJITA VILLAROSA: . .. you know--

CHAIR KANE: Plus four. 

MS. FUJITA VILLAROSA: --it would be the amount oftheir--

COUNCILMEMBER TAVARES: .. . (laughter} ... 

CHAIR KANE: Plus four. 

MS. FUJITA VILLAROSA: --amount of their taxes. 

COUNCILMEMBER TAVARES: Yeah. Oh,just--

MS. FUJITA VILLAROSA: " . (inaudible) . .. 

COUNCILMEMBER TAVARES: --eliminate the dollar figure. 

MS. FUJITA VILLAROSA: Right. 
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COUNCILMEMBER TAVARES: Yeah. 

MS. FUJITA VILLAROSA: And then eliminate the "whichever is less" so that it would be just 
be a, that would be the penalty, there wouldn't be an option anymore. 

CHAIR KANE: And, Member Tavares--

COUNCILMEMBER TAVARES: Okay. 

CHAIR KANE: --they've already stated that they don't even look at that dollar amount--

COUNCILMEMBER TAVARES: Yeah, right. 

CHAIR KANE: --because they're using the penalty--

COUNCILMEMBER TAVARES: Right. 

CHAIR KANE: --plus-four anyway. 

COUNCILMEMBER TAVARES: Yeah, I, 1--

CHAIR KANE: This is not even utilized. 

COUNCILMEMBER TAVARES: I think that's a good suggestion. 

CHAIR KANE: So we could consider, Members, a deletion. But. .. 1'11 recognize more 
discussion on this matter. 

COUNCILMEMBER TAVARES: Okay, thank you. 

CHAIR KANE: Member Tavares, you yield? Thank you. 

COUNCILMEMBER TAVARES: Yeah. 

CHAIR KANE: Ms. Johnson? 

COUNCILMEMBER JOHNSON: Yes, and my question is that when the individual is going for 
the homeowner exemption and you get your billing, which is based, I guess, on the fact 
that you're still entitled to it. Is there any kind of a ... an affidavit or anything that you as 
an individual when you go ... to actually go pay your tax, is there any assertion on there 
on ... the part of the individual who's actually getting the tax bill that stipulates I certify 
or 1--

UNIDENTIFIED SPEAKER: Uh-huh. 
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COUNCILMEMBER JOHNSON: --swear that I am entitled at this point in time to this 
exemption? 

MR. REGAN: ... (inaudible) . .. 

MR. OKUMURA: ... (inaudible) . .. 

MR. REGAN: Chair? 

CHAIR KANE: Mr. Regan? 

MR. REGAN: Yeah, thank you. When, when a homeowner goes down to fill out the request to 
be, to apply for a homeowner exemption, they sign an affidavit. They basically sign--

COUNCILMEMBER JOHNSON: Uh-huh. 

MR. REGAN: --a form that states "that I certify that I live in this residence, this is my ... my 
residence" . 

COUNCILMEMBER JOHNSON: Okay, but what I'm asking is let's say it's three years down 
the road. And when you receive your billing, is there any ... stipulation or any, could 
there be a section then placed on that form that. .. when you get your bill, you know, you, 
you have to return the little stub along with it, is there any way that you could place that 
on the form that says these are my taxes, you know, based on the fact that I am still duly 
entitled to this particular ... homeowner exemption? 

MR. REGAN: Chair? 

CHAIR KANE: Mr. Regan? 

MR. REGAN: You'd have to create a form ... to have them recertify. I think that's what you're 
talking about--

COUNCILMEMBER JOHNSON: Uh-huh. 

MR. REGAN: --is to recertify periodically. And I think, in my opinion, recertification is a good 
thing. We did that with the condos, which I believe Mr. Joiner talked a little bit 
about--went through a recertification process which .. .I, I think ... considering that these 
homeowner exemptions are essentially lifetime--

COUNCILMEMBER JOHNSON: Uh-huh. 

MR. REGAN: --there's no expiration on them, there should be periodic recertification for 
homeowners just to keep the process in check. And, and that may be one way of doing 
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it--is, is creating a form which is attached and is send out, sent out. Maybe it's ... every 
two years, maybe every three. I mean, I don't know what's decided, but. .. I'm sure that 
that could be ... changed. 

COUNCILMEMBER JOHNSON: And, and I, I think because it's difficult so many times for 
people to always, there's so many things--the closings and maybe there's a death in the 
family where the property actually was getting a homeowner's exemption and maybe the 
kids inherited the property now, they might not be entitled to it. There's a lot of 
circumstances where that could legitimately change and somebody might not be entitled 
to it. So in, in my opinion it should be sent out every year because you're ... you know, 
the way that we go, it could, you know, life changes from one year to the next and one 
day to the next. So, that, Mr. Chair, would be one ... one area that I would look at. And 
then ... 

CHAIR KANE: And before you proceed--

COUNCILMEMBER JOHNSON: Sure. 

CHAIR KANE: --if it' s on another point, I have--

UNIDENTIFIED SPEAKER: Chair? 

CHAIR KANE: --the Deputy Finance Director here, that he may be able to ... provide some 
addi ti onal--

COUNCILMEMBER JOHNSON: That would be fine. 

CHAIR KANE: --insight. 

COUNCILMEMBER JOHNSON: Thank you very much. 

CHAIR KANE: And I know that, I think based on some other property tax information that 
we've received in other committee meetings, we have, what, over 20,000 residential 
properties. And so you can imagine a yearly thing may be quite overwhelming for a ... a 
department or a division. So that's, obviously, something that we need to discuss and 
make sure that we can implement something for a recertification process. So, Director or 
Deputy, if you can, please identify yourself and please ... you have the floor. 

MR. FUJITA: Thank you, Mr. Chair. Wayne Fujita. I'm the Finance Deputy. Ijust. . .I wanted 
to make a comment about the concern on verifying the residency status. This ... this past 
year in the State Legislature, there was a ... a bill that was passed on ... on the Counties 
and the State being able to share tax information. 

COUNCILMEMBER JOHNSON: Right. 
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MR. FUJITA: And it was passed on July 12th. And I've been having some discussions with the 
State Tax Department. And these discussions are continuing because there's a lot of 
information that we can ... 

. . . obtain from the State, and the State can also obtain from us that would help 
to ... show who are residences [sic}, who have properties in timeshare, who has different 
classes of ... of rentals and ... and that kind of thing. So this question on the 
residency ... just yesterday I had a phone call with the State Tax Deputy about the 
possibility of files being generated where the State and the County of Maui would share 
and exchange this information, who are filing as state, State income tax, the residents. 
The State also has this access to tax information from the IRS and also tax information 
from, from the various other states throughout the country through this thing that's called 
the multi-state tax agreement. And once we have that kind of access, then it would help 
to confirm who are the residences [sic}, what State are they filing as a resident. Well, 
when we provide that information to the State or the State provides that information over 
to us, that would create a file of things that are not matching. That file of individuals that 
are not matching would be probably be a good idea for us to send some kind of inquiry 
letters allowing the taxpayers to explain why is there a difference--it could have just 
happened, it might be some temporary status. But it provides them an opportunity to 
explain this. And I believe that's why the wording of this draft. . .it kind of allows 
various ... things or forms of evidence that the taxpayer can show that, yep, I'm going to 
school here, I'm working here, I have my driver's license, I pay my taxes here, I vote 
here. Because the State has this group of laws, as well as the IRS, that determines what is 
a "residence". And it's not a real clean thing that has specific numbers, but it's kind of 
a ... a judgmental decision that based on a number of factors. And the State Tax Director, 
a lot of times, is the one that determines this, depending on the case. So in our intent to 
share the tax information, there is a certain amount of reliance that we will be placing on 
how the State makes its decisions on who is a residence [sic}. Because that's gonna be 
the basis for the matching and all the exceptions coming out of this file. And that's why 
this kind of wording is the way that it is--' cause City and County of Honolulu, they have 
seen that also, that they wanna be consistent because State tax, Federal tax, and the 
County taxes should have similar definitions for us to follow the same basis. Urn ... and I 
think that information might help this Council to understand why we're seeking to 
strengthen this law the way that it reads for defining who's a residence [sic} and how it 
would be enforced. It needs some flexibility for the Director to have that judgment, it 
needs some kind of, this kind of wording so that it follows the basic structure of the State 
and the Federal definitions for a resident. And that's what we've tried to do in this case. 

CHAIR KANE: Ms. Johnson, you have the floor. 

COUNCILMEMBER JOHNSON: Yes. And I appreciate, you know, and while that's on a 
slightly different vein than I was asking, I would ask. .. because I know you're the one 
that gets involved in the nuts and bolts of sending out or at least, you know, knowing how 
difficult it is to send out these billings and what not, would it be ... a really difficult task, 
let's say if you have a computer form that generates the tax bill in the first place and 
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automatically every person that gets a homeowner exemption, there could be some kind 
of a computer trigger that it automatically prints on that tax bill, you know, a little line 
that says, you know, that they have to initial or sign that says I certify that I'm still 
entitled to this, you know, some little box that they check? Is that going to be an 
impossible task? 

CHAIR KANE: Director? 

MR. FUJITA: I don't believe that it would be an impossible task. In fact, we'll probably be 
having those discussions with ... the staff in Honolulu 'cause we do the billings jointly. 

COUNCILMEMBER JOHNSON: ... Okay. 'Cause that, that would be one way, Mr. Chair, 
that I would see that it's a, it's a ... mind, memory ... {laughter} . .. jogger, you know, it's 
something that oh, gosh, you know, I don't really qualify for this any more because I just 
sold my place. So it might be one way where we could actually get the revenues a little 
bit earlier and not wait--if it's not something that's extremely difficult. My second 
question, and I don't know whether this would be you, Wayne, or to Keith, or to Lance. 
But currently, where we have the properties that have been condominiumized and they're 
assigned one TMK, how is that treated with regard to the homeowner exemption? Let's 
say you've got one family that's living in the primary residence, and then in the cottage 
you've got somebody who through condominium property regime .. .is maybe, they're 
both entitled to that. How do you actually currently apply that? And I'm speaking more 
specifically on the Ag land because I know it's rampant in the County where this is being 
done. 

CHAIR KANE: Mr. Okumura? 

MR. OKUMURA: Mr. Chair .. .if you're referring to condominiumized properties, they're 
assigned separate CPR numbers--one ... CPR-I, -2, and -3. And they're assessed 
individually. So if there's a home exemption that is applied to -2, it won't be affecting 
the other. . and -3 CPRs. 

COUNCILMEMBER JOHNSON: Okay, but then how do you do the land valuation, you know, 
based on some of the discussion that we've had earlier and where Mr. Joiner originally 
brought this up because you've got people that, you know, maybe you're renting out the 
'ohana and you've got some people in there and it's maybe not a condominium situation 
but. .. you, you want the exemption, then, for the whole entire property ... how do you, 
how do you deal with that based on his concern and other members, or 
other ... constituents' concerns? And then, how do you square that with the way you're 
applying it currently? 

MR. OKUMURA: Mr. Chair? 

CHAIR KANE: Mr. Okumura? 
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MR. OKUMURA: If you have a cottage on your property, your home exemption will be applied 
to the main dwelling, which the owner-occupant is, well, whichever one he claims he's 
occupying, designates that he's occupying. And the land will be, if there's any ... excess, 
it will be applied to 50 percent of the land. 

COUNCILMEMBER JOHNSON: Okay. And that's where I remember, you know, even though 
Mary Murphy is not living here anymore, she's in New Zealand right now ... she was one 
of the people that raised this issue because she said, well, it's not really fair to me 
because she said she's, let's say, doing farming on all of her entire parcel. So let's 
assume that she is doing legitimate farming and then she has this, maybe, one small little 
cottage that occupies a really tiny square foot area. Her complaint was that, well, gees, 
you know, I've got. .. 75 to 80 percent of my property, and this little cottage rests on a 
tiny little portion of that property. So if I'm farming it or if I'm doing my activity, why 
shouldn't I get the benefit of that exemption for the property that I'm actually doing, you 
know, my business on? 

MR. OKUMURA: Mr. Chair? If I recall, it was to do with the Circuit Breaker application, 
which you--

COUNCILMEMBER JOHNSON: That was it. 

MR. OKUMURA: --was amended and now it does not matter, it will be a, the Circuit Breaker 
calculation will be applied to the whole property, inclusive of the, all the buildings and 
land. 

COUNCILMEMBER JOHNSON: Yeah. Thank you for reminding me. It was Circuit Breaker. 
But let's just say, use the example in the tax situation. Let's say that the person, you 
know, and, and I can think of two really good examples. There's somebody that's 
condominiumized their property, they're using condominium property regime on the 
taxes. And then all of sudden now, with what Mr. Joiner's saying ... very legitimately, 
maybe they don't even rent out their little 'ohana, it's just like a granny cottage or 
whenever family members come, they're not really renting it out. He, if I understand 
what he was saying correctly, he was saying, well, you know, shouldn't I get the 
homeowners' exemption on the whole property that I have and not just on the main 
dwelling? And, you know, Mr. Chair, I think that's the sense of where he was going with 
his comments--why shouldn't I get that if legitimately it is my primary residence and I'm 
not doing anything with that secondary dwelling. So how would you .. . (laughter) . .. 
and I mean, if you don't have an answer today, I can understand, but how would you 
address that issue? 

CHAIR KANE: Mr. Okamura? 

MR. OKUMURA: Mr. Chair ... currently, we, like I said, we're doing 50 percent on the land. 

COUNCILMEMBER JOHNSON: Uh-huh. 
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MR. OKUMURA: You're getting 100 percent on the building that you're occupying and 50 
percent of the land that the ... that is port ... portioned out towards your home exemption. 
And currently, the exemption amount does not overflow, I mean, there's no excess--

COUNCILMEMBER JOHNSON: Uh-huh. 

MR. OKUMURA: --so it'll be covered in your building and 50 percent of your land. We 
haven't. .. not to my knowledge ... come across instances where the home exempt, the 
homeowner was denied the full exemption because of this 50 percent of the land policy. 

COUNCILMEMBER JOHNSON: Okay. And .. .I, I and, you know, I can't verify this so I 
don't how, know how extensive it is, but some of the individuals that I've spoken 
to ... where there's a close proximity between the main dwelling and their 'ohana, what 
they're doing is they're putting in a breezeway or they're putting in some kind of a 
covered area where it actually joins the property into one, but it's really two separate 
living units. How are you addressing that? 

MR. OKUMURA: Mr. Chair? Technically, if there is a kitchenette, a kitchen in that adjoining 
property, adjoining building, we will classify it as a separate dwelling. 

COUNCILMEMBER JOHNSON: Okay. So even though it's being joined by, let's say, this 
breezeway or this, you know, type of covered area ... 

MR. OKUMURA: Yes. 

COUNCILMEMBER JOHNSON: ... it's still gonna be treated as two separate dwellings. 

MR. OKUMURA: Yes. 

COUNCILMEMBER JOHNSON: Okay. Well, Mr. Chair, for me, anyway, this is one area that 
I, I would like ... maybe a little bit more thought or maybe some more information given 
because I can understand some of the issues that are being raised by individuals on the 
homeowner exemption. But also I think that I, for one, would like to see how the 
condominium property regime, you know, can be addressed also. Thank you. 

CHAIR KANE: Thank you, Ms. Johnson. Members, the Chair is aware of the time. Uh ... the 
Chair will ... note that I think there's a few areas that we could consider some additional 
work on. The Chair will not make a recommendation to pass this out of Committee 
today. However, I think we have ... broached some areas--and I wanna thank Mr. Buck 
Joiner .. . {laughter} . .. not "Mr. Buck", but "Mr. Buck Joiner" ... {laughter} . .. for 
staying with us. And he has provided, I think, some good information for us to 
consider. .. as far as incorporating into the existing proposal from the Director of Finance 
and the Finance Department. The Chair's intention, Members, is to bring this back for 
another round. And, again, the intention is we will try as ... for, Committee Staff and I 
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will invite any of you to provide any of your additional comments or thoughts to the 
Committee. And we will try to combine all those, that information and corne forward 
with some additional recommendations to consider for a proposal to move forward 
this ... this .. .legislation that is being provided to us by the Department of Finance. Any 
final comments? The Chair, again, recognizes the time. We'd like to finish up by 4:30. 
Mr. Hokarna? 

VICE-CHAIR HOKAMA: Thank you, Chairman. And, and quickly, Page 2, letter E. Similar, I 
would ask that you and the Committee consider that for the section under letter E .. .I, 
I .. .I understand some of the comments from the Department earlier. But I would say I 
would prefer to have the sentence read: the Directory may demand documentary 
evidence of residence in the County from a property owner. "Intent to reside" means you 
don't currently live there. So how can you apply for an exemption .. .is, is my argument. 
And while I know there's a need to help our young people and our new homeowners, I 
think we have enough creative ways whereby on the second year of their property tax, we 
can make the appropriate adjustment and to give them the credit if they show they were 
there 270 days prior on the preceding year. And so that's how I would ask the 
Committee and you, Mr. Chairman ... as one way to, to look at that. And that I would 
find it more consistent in how we are structuring the language and dealing with residents 
and not with intentions, again. So that would be my final comment. .. for you and the 
Committee this afternoon. Thank you. 

CHAIR KANE: Thank you, Mr. Hokama. Any final comments from the Members? Mr. Regan, 
Mr. Okumura, any final comments before we defer this item? That is the intention. 
Mr. Regan? 

MR. REGAN: No, Chair. 

CHAIR KANE: Thank you. Mr. Okumura? 

MR. OKUMURA: No, Chair. 

CHAIR KANE: Thank you. And finally, Deputy Director ... Mr. Fujita, any final comments? 
Okay, thank you very much. Members, without objections, the Chair is asking for a 
deferral of Item Number 37, Budget and Finance item. 

VICE-CHAIR HOKAMA: No objections. 

CHAIR KANE: Okay. 

COUNCILMEMBER __ : .. . {inaudible} . .. 

CHAIR KANE: Thank you very much. 
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COUNCIL MEMBERS VOICED NO OBJECTIONS. (excused: RC and MA) 

ACTION: DEFER pending further discussion. 

CHAIR KANE: Members, it is 4:25. We have completed the agenda for this afternoon. This 
meeting is adjourned .. . (gavel) . .. 

ADJOURN: 4:25 p.m. 

APPROVED: 
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